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FUNCTIONS AND POLICIES OF THE RAILROAD 
LABOR BOARD 

FRANK H. DIXON 
Professor of Economics, Princeton University 

AS a background for our discussion it may be profitable 
to recall the more significant provisions of the Trans- 
portation Act of 1920 relating to labor — that portion 
enacted under the title " Disputes between Carriers and their 
Employees and Subordinate Officers ". The fundamental 
purpose of this portion of the statute is revealed in the first 
sentence of Section 301, which declares it to be the duty of all 
carriers and their officers and agents to exert every reasonable 
effort and adopt every available means to avoid any inter- 
ruption to operation growing out of a dispute between carrier 
and employees. Uninterrupted transportation is essential to 
the life and happiness of the people and it is wholly proper 
that this thought should be kept in the forefront of any legis- 
lation concerning labor controversies on the railways of the 
country. 

Following this general injunction the specific plan is de- 
veloped. All disputes must be considered, and if possible, 
must be decided in conference between authorized representa- 
tives of those directly interested in the dispute. This initial 
conference usually would take place on the individual railway, 
but if the dispute were of wider extent, it might conceivably 
involve many carriers. Failure to reach a decision in such 
a conference is provided for by boards of reference to which 
the controversy may be sent. 

In the first place, there are the Railroad Boards of Labor 
Adjustment. These boards may be established by agreement 
between carriers and employees. They may be limited to a 
single line, to a group of carriers, or they may comprise the 
carriers as a whole. They are to be bipartisan in character. 
Their jurisdiction is an appellate one, and covers only such 
disputes as involve grievances, rules or working conditions, 
but not wages. Such a board, when set up, receives for hear- 
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ing any dispute not settled by local conference, upon the appli- 
cation of any carrier or employee organization, or the petition 
of not less than one hundred unorganized employees. Further- 
more, this Board either on its own initiative or upon the 
request of the national Labor Board, may take jurisdiction 
whenever it is of the opinion that the dispute is likely sub- 
stantially to interrupt commerce. 

Finally, at the apex of the pyramid is the Railroad Labor 
Board, an arbitration body consisting of three representatives 
each of labor, the carriers and the public. It takes jurisdiction 
of disputes concerning working conditions not settled by Ad- 
justment Boards or concerning which it decides that Adjust- 
ment Boards have not exhibited due diligence. In case no 
Adjustment Board has been organized, it takes the place of 
this subordinate body and receives the dispute on appeal 
directly from the local conference. 

So far as wage disputes are concerned, the Railroad Labor 
Board assumes direct jurisdiction on appeal from the local 
conference without the intermediation of any Adjustment 
Board. And it may go further and upon its own initiative 
suspend the operation of any original decision concerning 
wages made locally, if it is of the opinion that the decision 
involves such an increase as will be likely to necessitate a sub- 
stantial readjustment of the rates of any carrier. Decisions 
are to be made public by transmittal to the President and to 
the Commission. If an order of the Board is disobeyed, it may 
hear and determine the violation and make public its finding. 
But it has no weapon of enforcement beyond that of publicity. 

This Board has been in existence for nearly two years, long 
enough to develop its policy at least in outline and give indi- 
cation of what are to be its fundamental guiding principles. 
Certainly it has had a sufficiently varied experience during its 
brief and busy life to prevent it from sinking to the level of 
bureaucratic routine. Catapulted into the midst of a situation 
seething with discontent and threatened outbreak, the Labor 
Board was compelled at the beginning to act under pressure 
and without that deliberation that should characterize the 
decisions of a judicial body. And working under pressure 
has been the habit of the Board almost continuously since the 
beginning. It may have made some mistakes. It certainly 
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has not met with universal approbation. But its work should 
be judged with due consideration of the conditions under 
which the Board was created and under which it has been 
compelled to work. 

In the determination of the reasonableness of wages it was 
under the guidance of Congress, which laid down seven con- 
ditions that were to be taken into consideration. Hazard, 
skill and responsibility were obvious factors, as were character 
and regularity of employment. Inequalities in previous wage 
adjustments were certainly pertinent considerations, for until 
the wage base was determined to be sound and fair, no increases 
or decreases therefrom could be fairly appraised. But the 
Board naturally shrank from an investigation that would con- 
sume much valuable time and carry it far afield, and this factor 
was given slight attention. Cost of living, which the em- 
ployees use as an argument for increases when prices are rising 
and which is taken over by the carriers when the tide begins 
to recede, cannot by itself determine the fundamental reason- 
ableness of an existing wage. It merely indicates the desir- 
ability of an increase or a decrease from some assumed stand- 
ard which has been only vaguely fixed, and may not have been 
reasonable in the beginning. It is worthy of note that Mr. 
Jewell in his recent presentation before the Labor Board in 
behalf of the shop crafts, challenged the whole social order 
and based his plea for an increase of existing wage rates upon 
the necessity of assuring to the workers an American standard 
of living. The laborer is worthy of his hire, and this hire must 
procure for him the opportunity to live in comparative comfort 
without reference to the financial condition of his employer. 

No mathematical rule has been discovered for the deter- 
mination of a reasonable wage. But so long as we maintain 
our regime of private industry, one of the determining in- 
fluences that must be accepted by any wage-adjustment board 
is the first-named of the seven conditions listed in the statute, 
" the scale of wages paid for similar kinds of work in other 
industries ". Granted that the statistics of wages have been 
honestly and intelligently gathered and that no manipulation 
of wage rates has occurred through undue pressure of com- 
bined capital, the price that must be paid for similar labor in 
the open market is one of the conclusive factors in determining 
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the reasonableness of a prevailing wage standard. Moreover 
in connection therewith the Board should adjust wages in 
harmony with the industrial conditions of each locality. 
Standardized wages effective over wide areas can with difficulty 
be defended on any economic basis. Their reason for existence 
is political and strategic. Testimony submitted by the em- 
ployees themselves in Chicago recently is a virtual recognition 
of the need of restoring those differentials between town and 
city and between one section and another that were largely 
destroyed during the period of the national agreements. 

But this wage the carrier should pay irrespective of its 
financial condition. Mr. Jewell is fundamentally on solid 
ground in directing the attention of the Board to the standard 
of living of the laborer and away from the railway's ability 
to pay. It is not only unfair but also unsound to make the 
wages of the employees dependent upon the prosperity of the 
carriers. The public must eventually be made to pay what is 
necessary to keep capital in business and labor adequately re- 
warded. But if there is any faltering on the part of the 
public, it is capital that must bear the brunt, not labor. Of 
course there are instances, and some of them have been recog- 
nized by the Labor Board, where railway operation has only 
been possible through a reduction of the wage standard, but 
these have been minor instances on small roads, and it is signi- 
ficant to notice that in the case of the Missouri and North 
Arkansas, for example, the Board in reducing the wages stipu- 
lated that capital should receive nothing until wages had been 
restored to standard. 

Overemphasis has been put upon the relationship of wages 
and rates — the argument that wages depend upon the ability of 
the carrier to pay — by the offer of the railways last October 
to translate all further reductions in wages into rate reductions. 
Why such an offer was made it is difficult to say. Possibly it 
was a strategic move to enlist the shippers on the side of wage 
reductions. But the practical value of the offer was certainly 
insignificant. The effect in rate reductions of a decrease of 
ten per cent in wages would be so small that it would scarcely 
be recognized even if it had immediate effect upon the move- 
ment of traffic. But all indications point to the conclusion 
that reductions in rates would not stimulate traffic movement 
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to any considerable degree. The trouble lies in the business 
situation. When business picks up, the height of the freight 
rate will be in large measure forgotten. 

Those who are insisting that wages depend upon rates are 
urging the transfer of the duties of the Labor Board to the 
Interstate Commerce Commission, on the ground that the 
agency that determines revenues should be in control of 
expenses. Their arguments are not impressive. To be sure, 
there has been a certain amount of jolting in the machinery and 
the two agencies have not worked as cooperatively as they 
might have done. But the combination of the two functions 
in the one body would not solve any problem. Wages would 
still have to be considered separately and ought still to be 
considered ahead of rates if any conclusions of enduring force 
are to be reached. And, besides, the Commission has enough 
troubles of its own. 

A review of the activities of the Labor Board reveals the 
fact that whereas it was designed as an appellate body to 
receive only such controversies as could not be settled locally 
or regionally, which presumably would be few, it has been for 
most of its life largely a court of original jurisdiction because 
of the utter failure of the conference and adjustment machinery 
to produce results. It is probable that the presence of the 
Labor Board works as a deterrent to quick settlement in con- 
ference. One of the parties feels that better terms may be 
secured by appeal and so declines to participate in a local ad- 
justment, or else makes merely a perfunctory effort toward 
settlement. The result has been to bury the Board in petty 
issues with which it should not have had to concern itself. 
Unsettled controversies of minor character carried over from 
the federal period occupied much of the time of the Board at 
the beginning. The failure of the carriers and their employees 
to get anywhere in the revision of the national agreements 
threw the burden of readjustment wholly upon the shoulders 
of the Labor Board. 

It is true that adjustment boards have been set up in each 
of the three territories, but thus far they have been confined to 
men in engine, train, and yard service, and have included only 
a portion of the carriers. No such boards have been created 
for settling the problems of the shop crafts, in which the con- 
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troversies over working conditions are much more numerous 
than in train service. This failure of carriers and shop craft 
employees to set up adjustment boards is in part due to the 
attitude of the railways, which are disposed to distinguish 
between occupations that are exclusively railway in their char- 
acter, and those that are similar to commercial employment. 
Shopmen are merely skilled mechanics. They belong to unions 
associated with the American Federation of Labor which 
contains men of the same craft employed in other industries. 
Questions of policy are decided by vote of the entire union 
membership and railways have resented the idea that rules for 
railway shopmen should be made by men engaged in other than 
railway occupations. 

Nevertheless, it is evident that means should be devised for 
encouraging and developing the type of local conference and 
adjustment that the Act contemplated. Sound principles of 
labor adjustment demand that removal of misunderstandings 
and elimination of grievances should be undertaken at the 
bottom and not at the top. Local conference develops a loyalty 
to the individual operating organization without which effi- 
ciency is impossible. Such loyalty is peculiarly needed in the 
railway industry, in which the geographical extent of oper- 
ations requires the scattering of employees over a wide territory 
where they are thrown largely on their own resources. 

It becomes a question whether the Labor Board has used 
its influence as vigorously as it might to encourage local adjust- 
ment. Of course it has compelled compliance with the Act, 
which has required local conference as a preliminary to an ap- 
peal to the Board. But there is no indication that it has been 
unwilling to accept these appeals when made. Why has it 
not followed the practice of the court which sends back for 
further deliberation a hung jury? Why could it not refuse 
to hear an appeal because the conference was obviously per- 
functory? On the contrary, in the present wage hearing, in- 
stead of passing upon the merits of Mr. Jewell's plea that 
genuine conferences had not been held, the Board postponed 
decision on this issue until after all the evidence should have 
been offered by both sides. I do not mean to argue with re- 
spect to this specific issue that the preliminary conferences 
have not been genuine. Upon that I express no opinion. I 

[24] 



No. i] THE RAILROAD LABOR BOARD 2 $ 

am merely insisting that the Board's general attitude does not 
betoken any solicitude for the preservation and the enlargement 
of the powers of the local conference. 

In fact, there is much to lead one to the conclusion that the 
Board is magnifying its own powers and is extending them 
into that field which should be the exclusive possession of the 
railway executives. To discuss this issue in detail would 
extend this introductory paper beyond its proper limits. The 
Board's attitude may be understood by brief reference to a 
few of the more striking cases. In an issue last September in 
which a carrier discharged a man because he belonged to a 
union and challenged the power of the Board to interfere in a 
matter of contract between employer and employee, the Board 
held that it was required to take jurisdiction of all cases not 
decided elsewhere, and that it must decide all disputes that 
were likely to interrupt the operation of the carrier. This all- 
embracing attitude takes out of the hands of the individual 
carrier all control of its labor relations when they have reached 
a stage in conference where disagreement has resulted. For 
of course any disagreement may conceivably develop into an 
interruption of traffic. 

Another illustration of the Board's interpretation of its 
powers is found in the Erie Railroad case, in which the carrier, 
after conference with its employees resulting in a disagreement, 
restored the rates of pay in effect before the Labor Board's 
decision of July, 1920. The Board held that the road had no 
authority to decide when new conditions warranted a change 
in wages, and expressed its somewhat heated views in the 
following langauge: 

This position, of course, renders nugatory and vain the elaborate 
and costly processes established by the Act and applied by this Board. 
It sweeps aside at the will of one party a decision arrived at after the 
presentation of evidence and argument by the many parties to the 
dispute, accepted by all and now obeyed by substantially all carriers. 
It justifies a disregard of the factors specified by Congress for the 
ascertainment of just and reasonable wages and substitutes for these 
factors the financial benefit of the carrier. If valid, the intent of Con- 
gress that conference, reasonableness and justice should be substi- 
tuted for power, violence and disorder in the settlement of railroad 
labor disputes is utterly destroyed and legislation enacted after the 
most careful consideration rendered ridiculous and even fraudulent. 
If a carrier may arbitrarily reduce wages decided to be reasonable and 
set aside rules while a party to proceedings with regard to such rules, 
no reason appears why railroad employees may not announce an im- 
mediate intention of abandoning the service in concert unless de- 
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mands for increased wages or more favorable working conditions are 
at once satisfied, provided a trend toward higher living costs shall 
have appeared or wage scales in similar industries shall have ad- 
vanced. Such conduct is highly provocative of interruption to traffic 
and is not only not consistent with the Act, but is thereby clearly 
condemned and prohibited. 

No court has passed upon this question because the carrier 
complied with the ruling of the Board, but it is the particular 
feature of the law to which the most serious objection is raised 
by railway management. It is clear that under this inter- 
pretation, management has no power to readjust wages with- 
out the consent of the employees, and if that is withheld, with- 
out a hearing and a decision by the Labor Board. It is the 
contention of railway management that it should have original 
authority to adjust wages, its action to be subject to review by 
the Board, which should have power to make its findings retro- 
active. Without such a procedure, wage- fixing will soon be- 
come an exclusively governmental function. 

Finally, there is the case of the Pennsylvania Railroad, 
which is too familiar to need elaboration here. The Board 
went further in this instance than in any other controversy 
of which it has taken jurisdiction, and laid down general rules 
of procedure which the railway was ordered to follow in choos- 
ing employee representatives to confer with management con- 
cerning a plan of labor adjustment. The Board even went 
so far as to prescribe the form of ballot which the road should 
use, although this portion of the order was later modified. But 
it did insist upon certain principles of representation with 
which the road was not willing to comply. In this respect it 
apparently exceeded the powers granted it by the statute, for 
it has within the past fortnight been enjoined by the Federal 
Court from enforcing its orders against the carrier. The de- 
cision of Judge Page virtually forbade the Board to interfere 
with the procedure of the carrier which set up a scheme of 
employee representation for the handling of local grievances. 
[I note the prompt announcement that the Labor Board proposes 
to appeal this decision. This, of course, is quite proper and 
quite desirable in order that the actual powers of the Labor 
Board should be clearly defined by a higher court.] 

However much we may as individuals sympathize with the 
underlying purpose that inspired the Labor Board — the desire 
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to permit each employee to be represented by the person or by 
the organization of his choice, whether this person or organi- 
zation was local to the Pennsylvania Railroad or not — we must 
recognize that this position of the Labor Board invades deeply 
the field of management and is one more step in the direction 
of robbing the railway executive of that initiative which is 
essential to efficient operation. 

I am not one of those who believe that the Labor Board 
should be abolished. It has much valuable work to do within 
its proper field. Above all it stands for the settlement of labor 
problems through the medium of arbitration rather than that 
of the strike. Uninterrupted transportation, which is at the 
basis of the present law, is a goal which we must steadily 
approach. We must accustom the public and labor to the idea 
of arbitration as a permanent substitute for the strike. Capital 
and labor should be required to accept service in this industry 
subject to a limitation upon their freedom of action in the 
settlement of their disputes. There would have been no jus- 
tice in incorporating compulsory arbitration into law in March, 
1920, and imposing restrictions upon employees just emerging 
from government employment, into which they had been 
thrown without their consent — employees long in service with 
valuable seniority rights and unfitted by age and experience 
for any other employment. But the public should announce 
a future policy of compulsory arbitration, with the purpose 
of realizing it as speedily as conditions permit. The public 
must assure the contestants that they have a tribunal in which 
absolute justice will be meted out. Such a tribunal must offer 
a compensation and a tenure sufficient to attract the most com- 
petent men the country can produce. It must establish a labor 
code which assures to labor certain fundamental rights. Such 
a code the Board itself attempted to lay down last July. This 
code has not met with universal approval, but it gives at least 
a basis for discussion. 

There is not opportunity at this time to discuss the arguments 
for and against compulsory arbitration. I wish only in reply 
to those who insist that it is wholly impracticable, to call 
attention to the influence exerted by the Labor Board and the 
labor provision of the statute last fall in preventing a nation- 
wide strike. Notwithstanding the fact that the law contained 
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no sanctions and that the only method of protest left for labor 
against the decision of the Board was the use of the strike 
weapon, the strike did not take place. It crumbled because 
in spite of all explanations and protests, labor could not rid 
itself of the odium of striking against the decision of a body 
created by law for the express purpose of settling disputes of 
this character. Public opinion refused to endorse lawlessness 
and the gigantic structure of revolt collapsed like a house 
of cards. 

With the rights of labor adequately protected by a code 
sanctioned by law, and with a competent and high-minded 
arbitration board, there should be no more inherent difficulty 
in settling labor disputes peaceably .than there is in adjusting 
the ordinary dispute in courts of law. The cry of involuntary 
servitude, under such circumstances, is not persuasive. Public 
policy must guarantee justice to the disputants but it must 
also protect the people at large from the intolerable burdens 
of interrupted transportation. 
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